STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION
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In the matter of the application of

SEMCO ENERGY GAS COMPANY

for a certificate of public convenience and necessity
to construct and operate the Marquette Connector
Pipeline.

Case No. U-18202

N N N N N N

At the August 23, 2017 meeting of the Michigan Public Service Commission in Lansing,

Michigan.

PRESENT: Hon. Sally A. Talberg, Chairman
Hon. Norman J. Saari, Commissioner
Hon. Rachael A. Eubanks, Commissioner

ORDER APPROVING SETTLEMENT AGREEMENT

On December 15, 2016, SEMCO Energy Gas Company (SEMCO) filed an application, with
supporting testimony and exhibits, pursuant to the provisions of 1929 PA 9, MCL 483.101 et seq.,
requesting a certificate of public convenience and necessity to construct and operate the Marquette
Connector Pipeline (MCP) consisting of two segments in Marquette County: a 20-inch 36.2 mile
line, and a 10-inch 6.4 mile line.

A prehearing conference was held on January 13, 2017, before Administrative Law Judge
Mark E. Cummins (ALJ). SEMCO and the Commission Staff participated in the proceeding. In
addition, the ALJ granted intervenor status to the Michigan Department of the Attorney General,
Northern Natural Gas Company (NNG), Michigan Technological University, and American

Transmission Company LLC and its corporate manager, ATC Management Inc.



Subsequently, all of the parties, except for NNG, submitted a settlement agreement resolving
all issues in the case. NNG separately filed a statement of non-objection to the settlement
agreement.

According to the terms of the settlement agreement, attached as Exhibit A, it is agreed that the
MCP will consist of a 36.2 mile 20-inch pipeline extending in a northerly direction from the Great
Lakes Gas Transmission Company (GLGT) tap site in Section 1, Wells Township in Marquette
County (SE1/4 of SW1/4 of SW1/4 of Section 1, T42N, R26W) to a point of interconnection with
an NNG interconnection site in Section 2, Negaunee Township in Marquette County (SE1/4 of
SW1/4 of SW1/4, of Section 2, T47N, R26W). The MCP will also consist of a 6.4 mile, 10-inch
pipeline extending in a northeasterly direction from a point of intersection with the 20-inch
pipeline in Section 12, Negaunee Township in Marquette County (SE1/4 of NW1/4 of NE1/4 of
Section 12, T47N, R26W) to a point of intersection with SEMCQO’s existing natural gas
distribution system in Section 26, City of Marquette (NW1/4 of SW1/4 of Section 26, T48N,
R25W). The signatories further agree that SEMCO will construct and operate the MCP in a
manner that meets or exceeds applicable codes, standards, and construction practices, and the
Michigan Gas Safety Standards, MCL 483.151 et seq., and that SEMCO’s environmental report
satisfies the required agency review and environmental obligations. The signatories are of the
opinion that the MCP will serve the public convenience and necessity because it will bring needed
redundancy to SEMCO’s Upper Peninsula (UP) West service area, and will be used to address
SEMCO’s supply deliverability, reliability, and diversity concerns, and future demand growth.

The settlement agreement sets forth additional operational and construction conditions, and
post-inspection/reporting requirements, all of which SEMCO has agreed to. It is also understood

that, should the Commission authorize Upper Michigan Energy Resources Corporation (UMERC)
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to build the Negaunee power plant as requested in Case No. U-18224, SEMCO will work
cooperatively with UMERC should UMERC determine it has a need for additional pipeline
capacity to supply the plant. Further, SEMCO has committed to make efforts to increase the use
of the MCP by seeking new load. Also, the signatories agreed that SEMCO will spread the
interconnect costs paid to GLGT and NNG over a minimum period of five years, to be collected
through the balance and demand charge of the gas cost recovery mechanism. Finally, SEMCO
will in its next general rate case: (1) seek to revise its balancing charges to transportation
customers to include an applicable portion of the interconnect costs; and (2) request that the rate
increase related to the MCP be allocated equitably so that no individual customer or class of
customers is disproportionately affected.

The Commission has reviewed the application, testimony, exhibits, and settlement agreement,
and finds the settlement agreement is reasonable and in the public interest, and should be
approved. The Commission agrees with the parties to this agreement that the MCP will increase
the reliability of natural gas service to many of SEMCQ’s customers in the western UP, provide
much-needed redundancy in the event of a pipeline rupture, foster economic growth in the region,
and provide for additional capacity to supply natural gas to any power plant that may be built in
SEMCQO’s UP West service area. Therefore, the Commission finds that the MCP, when
constructed and in operation, will serve the convenience and necessity of the public. The
Commission likewise finds that the map, route, and type of construction are reasonable and should
be approved, subject to such changes in location as SEMCO may find necessary upon actual
construction.

The Commission has reviewed SEMCQO’s environmental report as well as its application,

exhibits, and testimony filed in this docket. Testimony indicates that approximately 86% of the
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36.2-mile segment of the MCP will follow existing power transmission right-of-way or pipeline
corridors minimizing any environmental impact arising from its construction. Likewise, there was
testimony that 50% of the 6.4-mile segment traverses existing utility corridors and an additional
18% of that segment runs parallel to road right-of-way. The environmental assessment included
with the application indicates that construction of the MCP will result in minor short-term impacts
on the environment. The assessment indicates that four alternate routes were considered in a
feasibility study and that the route proposed is the most practical and impacts the environment the
least based on available National Wetland Inventory data. It discusses the construction methods
and procedures to be used that will minimize the impact of the project during construction and
restoration. For example, to protect the northern long-eared bat, a threatened species, the intent is
to complete forest clearing activities during the winter. Wetlands were determined to be present in
the project area; therefore, SEMCO will need to obtain the necessary permits from the Michigan
Department of Environmental Quality to excavate soil from, place fill in, or otherwise alter
regulated wetlands on the site, including directional boring below wetlands. In addition, regarding
threatened and endangered species, the assessment indicates that during wetland delineation site
visits conducted during October and November 2016, no threatened or endangered species were
observed.

The Commission concludes that any environmental impairment caused by the proposed
pipeline is ““de minimis™ and is consistent with the promotion of the public health, safety, and
welfare in light of the state’s paramount concern for the protection of its natural resources from
pollution, impairment, or destruction. The filed application, testimony, and exhibits of the

company support and satisfy the required agency review and environmental obligations of the
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Commission that arise from the Michigan Environmental Protection Act, Part 17 of the Natural

Resources and Environmental Protection Act, MCL 324.101 et seq.

THEREFORE, IT IS ORDERED that:

A. The settlement agreement, attached as Exhibit A, is approved.

B. SEMCO Energy Gas Company is authorized to construct and operate the Marquette
Connector Pipeline in Marquette County as proposed in its application and subject to the
requirements of 1929 PA 9, MCL 483.101 et seq., and the conditions and requirements set forth in
the settlement agreement.

C. The map, route, and type of construction of the Marquette Connector Pipeline as proposed
by SEMCO Energy Gas Company are approved; however, the company shall not begin

construction until all necessary easements and permits have been acquired.

The Commission reserves jurisdiction and may issue further orders as necessary.
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Any party desiring to appeal this order must do so in the appropriate court within 30 days
after issuance and notice of this order, pursuant to MCL 462.26. To comply with the Michigan
Rules of Court’s requirement to notify the Commission of an appeal, appellants shall send required
notices to both the Commission’s Executive Secretary and to the Commission’s Legal Counsel.

Electronic notifications should be sent to the Executive Secretary at mpscedockets@michigan.gov

and to the Michigan Department of the Attorney General — Public Service Division at
pungpl@michigan.gov. In lieu of electronic submissions, paper copies of such notifications may
be sent to the Executive Secretary and the Attorney General — Public Service Division at 7109 W.
Saginaw Hwy., Lansing, M1 48917.

MICHIGAN PUBLIC SERVICE COMMISSION

Sally A. Talberg, Chairman

Norman J. Saari, Commissioner

Rachael A. Eubanks, Commissioner

By its action of August 23, 2017.

Kavita Kale, Executive Secretary
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EXHIBIT A






























Attachment 3

Marquette Connector Pipeline Report Requirements

These reporting requirements are to be completed as specified below. MPSC Staff will be
granted 60 days to review and request clarification.

Post-Construction

Shall be filed in the U-18202 docket within 60 days after completion of construction.

1. As-built alignment maps showing the following information:

a.
b.

New pipeline
Locations of bores or directional drills

2. Pressure test reports for the newly constructed pipeline

3. Detailed cost breakdown showing the following detail:

a.

. —

m.
n.

TSm0 o0 T

Survey

Permitting

Legal

Real Estate

Right-of-way & Easement
Materials — pipe
Materials — other
Engineering and Design
Construction
Environmental

Lab Services

Miscellaneous Other Services
Admin & General Overhead
Total cost

4, Narrative describing any notable circumstances including but not limited to:

a.

"m0 a0 T

Route deviations

Significant unexpected costs

Significant unexpected cost savings

Ongoing landowner or environmental impacts
Ongoing legal issues

Restoration status

Shall be submitted to Staff within 60 days after completion of construction.

1. Provide staff with a .kmz file including the following layers at a minimum:

a.
b.

Proposed pipeline
Existing pipelines
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Attachment 3

Parcels with landowner information

Bores or directional drills

Permanent right of way owned (if width is defined)
Wetlands





